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Ueer Applicant: 

k have considered your applitatlm for mcognitim of f?xmptim from 
Fedcr~i incarre tax under section 501(~)(5) of the Internal Rgvmue Code 
o f  1956 

rbc  i:formation sutwnitteo rliscloses that you w -8 J ncnrpr~rs. ..d under the 
nocgrofit corporation lens of the  State of L 

Yotn ournose, h; ' l e f ly  stated, is to angsga in  eny a c t i v i t y  in  conmct!m 
with the production, hervest ing, ~rcrding, st.andard1 zing, pacicin~, 
f l ~ ( n i q n t 3 ~ ,  transportatim, financing, mrketinq or distrihutlng frul. t. 

Your mmb~rship !s made up of growers, pckers, shippers ~ n d  exportern c ~ f  
~ l ~ u s  fru1t.s. 

V n c ~ r  a c t i v i t l .  3 far have "can In c m c t i o n  with t h ~  fumlgati1u7 of 
c9err;es :or shipment to . You armed for the pragaration of e 
Pim8.getion chamher t o  meet I&v(tlPFrnbnt ~.imments, 3r ' te s ~ a r v i s i m  
of  the f'unig~tim of the cherries. the costs of preb tne facilities 
d funlgating the cherties were allocated e m q  your mein!-rs on tha 

s ~ ~ l s  o f  each box of cherrim f d g a t e d  for your members. 

w t i m  ~ l ( c ) ( 3 )  o? the Intamel RIIV~WKW~ Code provides fm Uw) exwnption 
from ~c-der3l  i n c m  t a x  o f  labor, agricultural cr hrlrticultural 

1 w15. nrr~nr>i7a t ' 

Scct i ~ r j  ? I 5 -  of the frmAZI Tax Ragulatlms describes 
crVnir-:in.; cont ~lplated by =ti#) !@l(c)(5) of  ths Cbda as those 
orqenizat.i.w * .  which nave no net d!W&p inuring to tha bermfit o f  eny 
memctr, -IM !lave RS their obJe~~tb tt)lli-bttemnt 01 the C##litiom o f  
r r  , F ' U J S ~ C . ~  in t'-- pursuits of  m, agriculture, or horticulture, 
the r m r o v m ~ ~ t  of tt. redo of thoir, products, and the c&wlqmmt of e 
tli qtl,:r :iegr~e of e t f  lcl ;my in their rCImt1~ O C C U D ( I ~ ~ ~ .  
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Hev@r~m Ruling 77-15?, 1977-1, C.8. 147, t~eld that 013 organizatlorr 
crneted to operate end lease a f ec i l l t y  to its mernbars, through which 
I J v o s t m k  could be collected, weiqhsd, sorted, graded and Lhan shipped t o  
'wycrs, was not exempt under section K)l(c)(S) of the Code. Ttli8 setvice 
r ~ l l ~ v e d  the mecnbsrs of the orgunizatlon a? work they wn~!d a.lther have 
tn pnrfom thmmelves or haw p c t f o ~  for Olan. Such activity does not 
wrve en exempt purpoar, of on agticuZture1 orge~lzatlan under section 
1 .  SOl(c)(S)-1 of  tho mguletions. 

bq?rrI m the j.nforn#tim stbdtted, we hold thnt you do not qualify for 
r ~ q p i t i o n  of ~ x a n g t i m  under section -Wl(c)(5) of the C~de. Your 
prJmary prpow is t o  provide a sem1:e t o  your mmhers, which, as In the 
Rrtvenua Rulina cited ebove, they wchtld othanrls8 have to perform 
thcrmsalves or have p e t f m d  for them, This is not en exanpt w t i v i t y  
under sect lbn SOl(cI(3) o f  the Code. 

y rn l  are vqufred t o  f i l e  Federal incam tax  returns on Form ~1'20 tor each 
Y+?W of your e x l s t e m ~ .  

I f  ytw ,xcept mr tlndlngs, you do ~ o t  need t o  take Curtkt - ~ t l w .  

I f  you do not accept our flndlngs, wt? r m n d  that you request Q 

cmr~rcnce w i t h  the Office of  Rr?gJonal Director of  Appeals. Ywr r a m q t  
for a confcrsrcc shauld incluck e written m a 1  qlv ing  the facts, law, 
arid any other l n f ~ m t i m  t o  ~ p o r t  your pasitlorr as txplal~wd in  the 
erelosed Publicetion 892, Yctu will then be contacted to arrange a date 
f o r  a conference. Tho contercrrce m y  he held r t  our Realanal oftice or, 
t f  you  request, at any ruuturlly cmvenlient District off ice .  

I f  we! do not hear from you within 30 days tm the date of t h l s  letter, 9.: ' 

thls ruling w i l l  kcm Ilnl. If you have any ~ t i m s ,  please m t w t  
the petson whCws rranwl end tefe@mw rrrnhat are shown above. 

Sincerely yours, 

 
District Director 
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